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SUBJECT: GOM ORDERS LPG PRICE ROLLBACK 

REF: STATE 73837 

1 . BACKGROUND ON LPG PRICE ROLLBACK AS FOLLOWS. LPG NOT 
SCHEDULED ITEM UNDER PRICE CONTROL ACT AND THEREFORE PRICE 
NOT CONTROLLED BY GOM. PETROLEUM COMPANIES (SHELL, MOBIL, 

BP, ESSO) INCREASED PRICE IN MAY 1974 TO REFLECT INCREASED 
PRICE OF CRUDE OIL. 

2. NO FURTHER PRICE INCREASE UNTIL LATE FEBRUARY, 1977 
WHEN COMPANIES INCREASED PRICE M$.04 PER POUND (10.2 PERCENT 
INCREASE) TO REFLECT PART OF INCREASED COSTS OF CRUDE OIL 
AND HANDLING. COMPANIES DID NOT INFORM GOM SINCE THIS NOT 
REQUIRED. 

3. ON FEBRUARY 28, SENIOR OFFICIAL MINISTRY TRADE AND 
INDUSTRY (MTI) MET WITH COMPANIES AND REQUESTED JUSTIFICATION 
BY COMPANIES FOR PRICE INCREASE. COMPANIES PROVIDED, 

NOTHING THAT ACTUAL COST INCREASE OF UP TO M$.06 PER POUND 
LIMITED OFFICIAL USE 
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(DEPENDING ON INDIVIDUAL COMPANY'S SOURCE OF CRUDE). 

IT UNDERSTOOD IN MEETING THAT IF MTI FOUND INCREASE 
UNJUSTIFIED, IT WOULD HAVE TO BE MODIFIED OR WITHDRAWN. 

4. ON MARCH 18, MTI OFFICIAL AGAIN MET WITH COMPANIES 

AND, ACCORDING INDUSTRY SOURCE, INFORMED THEM THAT CABINET 
HAD DECIDED PRICE MUST BE ROLLED BACK (AN INDUSTRY SOURCE 
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REPORTS THAT MINISTER HAMZAH OF MTI ACTUALLY MADE DECISION). 
IN THIS MEETING, MTI OFFICIAL REPORTEDLY AGREED TO 
PRESENT JUSTIFICATION TO CABINET AND EXPLAIN SITUATION 
TO MINISTER HAMZAH. MTI OFFICIAL MET WITH MINISTER SAME 
DAY. WITH MINISTER REPORTEDLY AGREEING THAT NO ROLLBACK 
REQUIRED. 

5. HOWEVER, ACCORDING INDUSTRY SOURCE, MINISTER HAMZAH 

ON MARCH 25 ENCOUNTERED POLITICAL PRESSURE IN PARLIAMENT AND 
ISSUED LETTER SAME DAY ACKNOWLEDGEING RECEIPT OF INFORMATION 
FROM COMPANIES, NOTHING THAT MATTER UNDER STUDY, RELATING 
LPG QUESTION TO RATIONALIZATION OF RETAIL PRICES OF GAS, 

DIESEL AND KEROSENE ALREADY UNDER STUDY BY CABINET, AND 
DIRECTING ROLLBACK PENDING GOVERNMENT'S DECISION. 

6. COMMENT: RATIONALIZATION OF RETAIL PRICES ON GAS, DIESEL 
AND KEROSENE TO REFLECT ECONOMIC COSTS IS DESIRABLE 
OBJECTIVE. SAME TRUE OF LPG WHICH HAS BECOME PART OF 
LARGER QUESTION. MTI OFFICIAL INFORMED US THAT MATTER IS 
INDEED BEFORE CABINET AND THAT DECISION EXPECTED WITHIN 
FORTNIGHT. ACCORDING OFFICIAL, ANY PRICE INCREASE 

ON LPG UNLIKELY TO BE RETROACTIVE BECAUSE OF 
ADMINISTRATIVE BURDEN OF COLLECTING FROM CONSUMERS. 
UNDERHILL 
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